The Mediating Role of Firm Innovativeness on Management Leadership and Performance Relationship  by Zehir, Cemal et al.
 Procedia - Social and Behavioral Sciences  41 ( 2012 )  29 – 36 
1877-0428 © 2012 Published by Elsevier Ltd. Selection and/or peer review under responsibility of The First International Conference on Leadership, 
Technology and Innovation Management  
doi: 10.1016/j.sbspro.2012.04.004 
International Conference on Leadership, Technology and Innovation Management 
The Mediating Role of Firm Innovativeness on Management 
Leadership and Performance Relationship 
Cemal Zehira, Büşra Müceldilib, Songül Zehirc, Öznur Gülen Ertosund a* 
a,b,c,dGebze Institute of Technology, Kocaeli, 41400, Turkey 
  
Abstract 
The main purpose of this study is to examine the influence of management leadership on performance through the 
mediating role of firm innovativeness. This study has three main goals: (1) to determine the relationship between 
management leadership, firm innovativeness and performance; (2) to determine if firm innovativeness plays a 
mediating role between management leadership and performance and (3) to test a research model explaining the 
relationships among management leadership, firm innovativeness and performance through empirical examination. 
For this aim the data collected from firms in the Marmara region in Turkey.  Factor analysis is used to validate the 
measures of variables. A regression analysis is performed to determine whether management leadership is associated 
with firm innovativeness and performance. 
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1. Introduction 
The concepts of quality and innovation have become guiding elements in the business world for 
management excellence. In order to be competitive in a changing marketplace, firms must improve both 
quality and innovativeness in their organizations [1]. Both concepts constitute the core of the Total 
Quality Management (TQM) and innovation management [2].  There has been a common agreement that 
TQM comprises hard and soft elements [3]. In 2004 [4] Rahman classified TQM practices as soft TQM 
(e.g. leadership) and hard TQM (e.g. use of advanced manufacturing systems).  While the soft TQM 
practices focus on people factors, hard TQM practices concentrate on a range of tools and techniques [3]. 
The importance of soft practices can be understood by reviewing the literature. In Deming’s study more 
than half of quality steps are concerned with of practices such as people, improving leadership. Similarly, 
Crosby [5] emphasized the people factors for quality in the research. Studies have shown that soft TQM 
practices affect organizational performance. This study therefore contributes to this areas by examine the 
relationship of management leadership in TQM implementation with innovation, quality and operational 
performance through the mediating role of firm innovativeness. This study contributes to the literature in 
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several ways. First, this study is important for gaining sustainable competitive advantage by enhancing 
uniqueness via firm innovativeness in today’s highly competitive and ambigious environment. Therefore, 
this study aims to determine relations of TQM, management leadership, firm innovativeness and 
performance. Secondly, the study enlighten the role of management leadership in managing quality which 
is relatively unaddressed in the leadership literature.  Lastly, this study constitutes an important bridging 
between the areas of leadership, quality management and innovation management. Moreover, the results 
of this study may provide support for practitioners in order to continued implementation of TQM. The 
remainder of this paper is organized as follows. The paper starts with the literature review of concept; 
management leadership and firm innovativeness. Accordingly ten hypotheses are investigated and 
supported through the literature, in parallel with the theoretical model regarding the inter-relationships of 
all the above mentioned variables. The ten sets of hypotheses investigated in this study are explained in 
the following literature research section of the study. The proceeding section is the research methodology 
and finally the study is concluded with conclusion part.   
2. Literature Review and Hypotheses Development 
2.1. Management Leadership 
The study of leadership which was begun with “trait approach” in 1900s has been occupying an 
important place in management literature for a number of decades. Scholars investigate the leadership 
concept all different perspectives. They reveal connections between different concepts; such as leadership 
and culture, leadership and ethics. But none of them focused on the relationship between leadership and 
quality until 1986. One of the gurus of TQM (Deming) stressed the connection between leadership and 
total quality management in 1986. After that the key role of top management is emphasized by many 
quality experts [6]. According to Saraph, [7] management leadership requires acceptance for quality 
responsibility by top management, evaluation of top  management on quality, participation by top 
management in quality improvement efforts, specificity of quality goals, importance attached to quality in 
relation to cost and schedule and comprehensive quality planning. Scholars have added new dimensions to 
management leadership. According to Flynn et. al. [8] top management support, quality leadership and 
quality improvement rewards are the dimensions of management leadership. Enhancing top management 
commitment [9], corporate quality culture, strategic quality management [10], leadership and strategic 
planning are the other dimension of management leadership. While implementing TQM in organizations 
the impact of leadership role is crucial and complex. In other words TQM is not possible without the 
leadership of managers [11]. 
2.2. The Relationship between Management Leadership and Firm Innovativeness 
In the turbulent and rapidly changing environment, firms have two strategic tools for gaining 
competitive advantage; innovation and total quality improvement approach. According to Nowak [12], 
quality and innovation processes are interlinked and should not be treated separately. There are many 
common aspects of TQM and innovation [13] and some elements of TQM and innovation are similar. For 
example culture is seen as an important aspect of both TQM and innovation and cultures can be managed 
by leaders [14]. For example leaders such as Steve Jobs at Apple or Richard Branson at Virgin lead the 
innovation process and culture [15]. For providing an innovative culture leaders can use total quality 
improvement approach, in other words TQM can be a vehicle that organizations use to become innovative 
[13]. Because of that leaders should initiate the creative process by engaging in evaluation of the 
subordinates’ creative ideas. These commonalities suggest that firms that apply successful management 
leadership at TQM process could also be more innovative than firms that do not. Gustafson and Hundt 
[16] demonstrated that management leadership from TQM was the one critical factor to innovation 
success. In this line with the discussion from the literature the following hypothesis.  
H1: Management leadership is positively associated with firm innovativeness. 
2.3. The Relationship between Firm Innovativeness and Firm Performance 
After demonstrating the relationships among management leadership and firm innovativeness their 
impact on the firm performance should be investigated. The relationship between firm innovativeness and 
firm performance has been investigated in a number of studies in recent years. In this study, firm 
performance is categorized as quality, innovation and operational performance. In today’s highly 
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competitive business environment for achieving a sustainable competitive advantage organization’s 
innovation ability is essential. Today most companies (79%) focus on measuring innovation outputs [17]. 
objective measurement index are being used for innovation performance focus on the number of patents 
obtained, reports published, and new projects approved. A subjective index compares new products 
quality and function with competitors’ [18]. Innovation performance indicates four main innovation types; 
that are 1) Process innovation which refers to generate ideas or create of something entirely new, [19]. 2) 
Product innovation which indicates changes in the way firms produce end products through the diffusion 
or adoption of an innovation developed elsewhere [19]. 3) Organizational innovation which comprise 
international sales, international brand, ability to manage international distribution [18] and lastly 4) 
strategy innovation which includes new production process and new use [18].   
The link between firm innovativeness and innovative performance is clear. Erdil et. al [20] examine the 
relationship between firm innovativeness and innovation performance and found that firm innovativeness 
is positively correlated with innovation performance. In another major study, Hult [21] reported that, 
innovativeness is critical to achieving a competitive edge and performance. The above discussion 
demonstrated the relation between firm innovativeness and innovation performance, hence, as stated in 
the following hypotheses: 
H2a:  Firm innovativeness is positively associated with innovation performance.  
In most organizations quality is a central component of strategic plans and management systems. 
Quality in mainstream industry is viewed as a source of competitive advantage. Due to the importance of 
the quality, scholars investigate the concept and different definitions and dimensions have been 
emphasized. Irrespective of these differences quality perceived as a dynamic threshold that a firm must 
meet to satisfy [22]. As quality can be defined in several dimensions, quality performance has been 
reflected and measured in various ways [23]. In their major study, Prajoga [23] identified four dimension 
of quality performance; reliability, performance, durability and conformance to specification. Quality 
professionals emphasize the positive relationship between a firm’s quality focus and its innovative 
activities [24]. Indeed, the secret of success with innovation is to institutionalize it, in the same way it was 
done with quality [17]. A company can be successful with innovation if it can produce product that meet 
acceptable quality standards [25] Thus, the following hypothesis is offered: 
H2b: Firm innovativeness is positively associated with quality performance.  
In the literature the positive effect of firm innovativeness on a firms’ competitive advantages has been 
demonstrated empirically many times [26, 27]. Innovative products can satisfy customer needs better [28]. 
In 2000 Cooper et. al. [29] demonstrated that, innovativeness is a critical determinant of business 
performance, parallel to this view in the literature it is generally agreed that innovation contributes to 
business performance [21].  
H2c:  Firm innovativeness is positively associated with operational performance.  
2.4. The Relationship between Management Leadership and Firm Performance 
According to TQM theory, leaders can organize and synergize people’s activities to achieve the 
common goal of the organization [1]. A certain consensus exist that one of the determining factors in the 
successful implementation of TQM is leadership of the manager [11].The lack of leadership cause the 
failure of many TQM initiatives, and most of the literature agrees that leadership is inevitable component 
in a successful implementation of TQM [6, 11]. Scholars examine the relationships among TQM practices 
and its direct and indirect effect on various performance levels. Recently scholars studies on the link 
between leadership and people management practices and innovation performance [23] For example, 
Kaynak [31] investigated the indirect effect of management leadership on quality performance, Sadıkoğlu 
and Zehir [1] revealed that all TQM practices are significantly correlated with innovation performance 
and Prajoga and Sohol [25] examined the direct effect of TQM practices (include leadership) on quality 
performance and innovation performance. According to literature discussed regarding the relationship 
between management leadership and innovation performance and quality performance, the hypotheses can 
be formulated as follows: 
H3a:  Management leadership is positively associated with innovation performance.  
H3b:  Management leadership is positively associated with quality performance.  
The importance of management leadership for company’s operational performance is recognized in 
related business literature. For sustaining business performance the importance of leadership was 
emphasized by Prajoga and Sohal [25]. Beside this, Samson and Terziovsky [32] indicated the 
relationship between TQM’s categories of leadership with operational performance. Su et al. [33] 
demonstrated that leadership drives TQM practices and influences business performance. Thus, the 
following hypothesis is suggested: 
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H3c: Management leadership is positively associated with operational performance.  
The preceding hypotheses link the relationship among management leadership at implementation of 
TQM and performance (innovation, quality and performance). Implicitly, the discussion suggests that 
management leadership affect firms’ performance through their innovativeness. That is, management 
leadership improves the level of firm innovativeness; in turn enhance innovation, quality and operational 
performance. Thus, this study discusses that firm innovativeness plays a mediating role in the relationship 
between independent variable (management leadership at implementation of TQM) and dependent 
variables (innovation, quality and operational) performance. The hypotheses to be tested can be 
formulated as follows: 
H4a: Firm innovativeness mediates the relationship between management leadership and innovation 
performance. 
H4b: Firm innovativeness mediates the relationship between management leadership and quality 
performance. 
H4c: Firm innovativeness mediates the relationship between management leadership and operation 
performance. 
Figure 1. Conceptual Model 
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3. Research Design 
3.1. Data Collection and Demographic Distribution of the Sample 
Scope, hypotheses, research model, scales used in the research and sample are all explained in this 
section. Data needed for field search has been collected through face-to-face questionnaire technique with 
employees from various size and sector companies. Questionnaire was sent to 200 companies which are 
selected randomly and 120 of them returned back. Finally 324 participants from 120 companies were the 
sample of the study and most of the participated companies were from Kocaeli and Istanbul area. 
Predominantly the companies were from private sector (97.8%). While almost %2 of companies are 
global, 24% of them are international and most of the participated companies (65%) are national, lastly 
the rest of companies (9%) are regional. In addition to these categorizing them according to employee 
number indicates that 45.8 % of companies are small (0-149), 5 % of them are medium-sized (150-249) 
and 49.2% of the companies are big (more than 250 employment) companies. Demographic profile of 
participants was determined by frequency analysis as well; mostly (63.1 %) respondents were working on 
managerial level and most of the respondents have bachelor degrees (university: 59.7%, master and 
doctorate: 18.8 %).  
3.2. Measures     
The demographic properties which are asked to the participants are prepared by the researchers. The 
other parts of the questionnaires in this study are developed by using scales adopted from prior studies. 
All constructs are measured using five-point likert scales (from strongly disagree =1 to strongly agree 
=5). The second part of the questionnaire is about management leadership and the related 6 items are 
adopted from Cua, McKone ve Schroder’s [34] study. The third part assesses firm innovativeness and the 
questionnaire is developed by Hult et al. [21]. The last part consists of performance scales; the two of 
them operational performance and innovative performance scales (9 items) are adopted from Fuentes, 
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Saez, Montes’s [35]  and Rahman, Bullock’s [36] study and third performance scale ,quality performance 
scale (5 items),  is adapted from Kaynak’s [31]and Fuentes’s et al. [35]  studies. 
4. Data Analysis and Hypotheses Test Results 
4.1. Factor Analysis 
We used SPSS software 18.0 for the evaluation of our data. Factor analysis is used for the validity and 
cronbach alpha scale is used to estimate the reliability of the scales. Correlation and regression analysis 
are conducted to analyze the hypotheses of the study. According to anti-image table values; all variables 
are found to be higher than 0.50 (r>0.30), so all items took place in the factor analysis. Factor analysis 
with principal component by varimax rotation, that was performed to find out the factor structure and all 
dependent and independent variables are analyzed concurrent. Since some items were below 0.50 or are 
having collinearity with more than one factor, and some factors contains one item, it is continued to 
perform factor analyzing by removing the items one by one till the ideal table. And totally 5 items are 
removed, rest of the items naturally revealed 5 factors as expected. KMO (0,886) and significance value 
(p=0.00) shows that our sample is suitable for the hypothesis analyzes. 
Table 1: Factor Loadings of the Independent and Dependent Variables 
Explained Total  
Var: 65.827 % 
Management 
Leadership  
Var: 16.998 % 
Operational 
Performance 
Var: 16.023 % 
Firm 
Innovativeness 
Var: 12.615% 
Innovative 
Performance 
Var: 10.337 % 
Quality 
Performance 
Var: 9.854 % 
L5 ,746     
L3 ,739     
L4 ,709     
L2 ,692     
L6 ,665     
L1 ,626     
OP4  ,808    
OP 3  ,805    
OP 5  ,784    
OP 6  ,712    
FI1   ,828   
FI 2   ,782   
FI 3   ,700   
FI 5   ,534   
IP3    ,793  
IP2    ,787  
IP1    ,601  
QP4     ,818 
QP5     ,775 
QP3     ,510 
L: Management Leadership; OP: Operational Performance; FI: Firm Innovativeness; IP: Innovative Performance; QP: Quality 
Performance; Var: Explained Variance. 
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4.2. Correlation Analysis 
 
We calculated means and standard deviations for each variable and a correlation analysis is conducted 
to investigate the relationship between dependent and independent variables. According to correlation 
analysis, all variables are correlated with each other as expected. There is a medium relationship between 
the variables (between 0,341 and 0,576). In order to investigate the reliability scores factors, the cronbach 
alpha scale is used. Regarding to the results of the above statistical tests for reliability and validity, it is 
assumed that the factors of the variables are sufficiently valid and reliable to test hypotheses. 
 
Table 2: Mean, Standard Deviation and Correlation Coefficients 
 S.D MEAN 1 2 3 4 5 
1. Management Leadership ,63217 4,0021 (,822)     
2.Operational Performance ,72528 3,8495 ,431** (,887)    
3.Firm Innovativeness ,67368 3,9847 ,537** ,453** (,819)   
4.Innovative Performance ,67437 4,0053 ,341** ,498** ,485** (,753)  
5.Quality Performance ,66457 3,8313 ,391** ,576** ,461** ,413** (,757) 
 S.D MEAN 1 2 3 4 5 
1. Management Leadership ,63217 4,0021 (,822)     
2.Operational Performance ,72528 3,8495 ,431** (,887)    
3.Firm Innovativeness ,67368 3,9847 ,537** ,453** (,819)   
4.Innovative Performance ,67437 4,0053 ,341** ,498** ,485** (,753)  
5.Quality Performance ,66457 3,8313 ,391** ,576** ,461** ,413** (,757) 
** Correlation is significant at the 0.01 level         SD = Standard Deviation        () = Cronbach’s alpha  
4.3. Regression Analysis: 
Analysis results are parallel to related literature and management leadership is positively associated 
with all performance indicators. In order to test mediating effect of firm innovativeness, firstly sobel test 
is done and for all relations, the sobel value is about 7 and p=0.00. At this point, according to hierarchical 
regression findings; firm innovativeness is partial mediator for all performance indicators.In terms of the 
findings all hypothesis of the study is supported empirically. 
Table 3: Regression Analysis Results 
Independent and 
Mediator 
Variables 
Dependent Variables 
Firm Innovativeness Operational Performance Innovative Performance Quality Performance 
Management 
Leadership ,537** 
F:122,235 
R2 :,286 
p=0.00 
,423** 
F: 64,787 
R2 : 176 
p=0.00 
,349** 
F:40,299 
R2: 119 
p=0.00 
,392** 
F: 54,427 
R2: 154 
p=0.00 
Firm Innovativeness  ,453** 
F:78,150 
R2:,202 
p=0.00 
,485** 
F:91,196 
R2:,232 
p=0.00 
,461** 
F: 82,459 
R2: ,210 
p=0.00 
Management 
Leadership and Firm 
Innovativeness 
 
,256** F:48,726 
R2: 243 
p=0.00 
,129* F:45,617 
R2: 235 
p=0.00 
,210* F: 46,095 
R2: 236 
p=0.00 ,311** ,408** ,339** 
Table columns contain standardized beta coefficients (**p<0.01, *p<0.05). Durbin Watson values for all models are about 2, and 
VIF values are about 1. 
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5. Conclusion 
According to the results of the study as mentioned in literature section; parallel to the previous studies; 
the soft dimension of TQM (management leadership) is positively associated with positive organizational 
outputs such as firm innovativeness, and various performance indicators.  According to regression 
findings, while all performance variables are in association with management leadership, firm 
innovativeness increases the relationship among operational, innovative and quality performances. Beside 
these firm innovativeness increases various performance outputs.  
The results show that management leadership should be taken into consideration for the firms whose 
main goal is increasing innovativeness and competitiveness in the market. And also according to findings 
improving innovativeness is directly effective on performance because of that in the new economic 
conditions firms should be stress on these factors so that their performance will improve and their ability 
for competitiveness will increase as well. By this study it is empirically supported that for the today’s 
business world the mentioned relationships are the key factors for the business success. Lastly it is 
important to specify for future studies that the other TQM dimensions (hard dimensions) should be tested 
about their effectiveness on innovativeness and performance outputs. 
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